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KEY ECONOMIC INDICATORS: ZAIRE 
All values in millions of U.S. $ 
unless otherwise stated Exchange rate: US $ = .50 Zaires 


Percentage Change 
1974 1975 "73-'74 '74-'75 
PRODUCTION 

GDP (constant 1970 prices) 2109. 2053. 
Copper ('000 metric tons) 498 490 
All minerals index (1970 = 100) : 120. 112i. 
Agriculture index (1970 = 100) : 112. 107. 
Manufacturing index (1970 = 100) F 130. 127: 


MONEY, CREDIT AND PRICES 
Money supply 779 908 
Net credit to government 655 908 
Net credit to business 469 628 
Consumer price index (1976 + 100) : 199. 282. 


GOVERNMENT BUDGET 
Receipts 1077 860 
Expenditures 1490 1326 
Deficit financed 414 466 
by Central Bank (260) (218) 
by other domestic financing (160) (18) 
by assumption of arrearages - (134) 
by foreign credits ( -6) (97) 


BALANCE OF PAYMENTS AND TRADE 
Total exports (FOB) 1283 824 
Total imports (CIF) 648 911 1057 
Gross FX receipts 1532 1214 
Gross FX expenditures 1776 1782 
Balance of payments deficit 54 237 568! 
Financed by: 
Gold sale 134 30 
Reserve drawdowns 54 103 163 
Arrearages 375 
Average copper price 81¢ 92¢ 57¢ 13.6 - 38. 


All 1975 figures are provisional estimates from Central Bank and Embassy 


1 includes accumulated arrearages 





Zaire 


SUMMARY 


During 1975 Zaire continued to suffer from the effects of an acute 
financial crisis which had begun in late 1974 when the price of 
copper dropped precipitously. The resulting drop in foreign exchange 
earnings meant that Zaire was unable to cover all of its current 
obligations abroad, credit lines began to dry up, and the consequent 
drastic reduction in imports of spares and raw materials further 
aggravated the decline in agricultural and industrial production. 
Overall, these events meant that there was a negative growth rate 

in 1975. 


In August 1975 Zaire requested the assistance of the International 
Monetary Fund (IMF) to help design and implement a stabilization 
program so as to effectively manage Zatre's economic problems. In 
turn, the stabilization program was intended to serve as the basis 
for substantial balance of payments assistance from the IMF and 
from other international agencies and countries which had tradition- 
ally extended economic assistance to Zaire. Although the stabiliza- 
tion program is not yet fully implemented, Zaire has announced a 
major devaluation and has taken other measures designed to limit 
foreign and domestic spending to only priority projects and sectors. 
In March 1976 the IMF announced a standby agreement with Zaire and 
has made credit available to Zaire totalling $163 million. This 

IMF assistance should help Zaire to meet its foreign exchange deficit 
and to regularize its overdue payments, but substantial additional 
assistance is required. 


In April 1976 a number of Zaire's major creditors met in Paris to 
discuss debt rescheduling for arrears and a portion of the debt 
payments coming due in 1976. Another meeting is contemplated in 
mid-June. This debt rescheduling plus economic assistance from 
international agencies other than the IMF, such as the IBRD, and 
foreign countries should assist Zaire in maintaining a viable 
economic base until such time as a rise in the international price 
of copper enables it to overcome its present economic difficulties. 





CURRENT ECONOMIC SITUATION AND TRENDS 


External Events Affecting the Zairian Economy 


The 1975 civil war in Angola has had serious economic consequences for 
Zaire mainly stemming from the closure of the Benguela Railroad in 
August 1975. Historically, the Benguela Railroad has been the chief 
supply route for Shzba, Zaire's important minerals-producing area. 
Zaire was successful in re-routing its copper exports via other 
routes, primarily the Voie Nationale, Zaire's internal rail/river 
system, but had more difficulty in furnishing essential imports, 

such as petroleum, to Shaba. An alternate supply route was eventually 
worked out but the effects of the petroleum shortage in 1975 are still 
adversely affecting Zaire's copper production. We are in no position 
to predict when the Benguela Railroad will reopen. 


Major Projects Experience Difficulty 


Zaire's acute economic/financial difficulties have adversely 
affected new investment and major projects already underway, but 
the outlook has improved within the past several months. 


In 1974 Constructeurs Inga-Shaba, a consortium of two U.S. firms, was 
awarded the contract to construct the major portion of the approxi- 
mately $500-million, 1200-mile transmission line to connect the Inga 
hydroelectric site to Zaire's important minerals-producing area. 

Work is approximately half complete but the project has been slowed 

by difficulties in financing a cost overrun of approximately 30 per 
cent. The U.S. Export-Import Bank has recently approved approximately 
$68 million in loans and guarantees for the financing of a major 
portion of the cost overrun. It is contemplated that the loan will be 
implemented within the next several months. The line should then be 
completed by early 1978. 


In January the equity partners, including the U.S. with interests of 
approximately one-third, suspended work on the construction of the 
proposed SMIF copper project, mainly because of the difficulty in 
obtaining financing of a cost overrun of approximately $250 million. 
Despite the expenditure of approximately $250 million, the project 
was not halted but "placed in mothballs" while the partners attempted 
to raise the additional financing. Monthly expenditures continue at 
the rate of approximately $750,000 for maintenance and other personnel 
still at the site. The partners are hopeful that they will be able 
to obtain the necessary financing to resume work on this project in 
the near future, though perhaps on a somewhat reduced scale than the 
originally contemplated 130,000 tons annual production. 





Work is continuing on the contemplated 150,000-ton addition to the 
state-owned copper company, GECAMINES, which is being financed by 
the IBRD, the Libyan Government, the European Investment Bank, and 
GECAMINES. The Inga-Shaba transmission line will provide the power 
for the operation of this project which is expected to begin pro- 
duction in approximately three years. 


Zaire Moves Away From Previous Take-over Policies 


In a major speech on Nobember 24, 1975, the tenth anniversary of the 
present government, President Mobutu acknowledged that, though 

correct in theory, there had been mistakes in the implementation of 
the Zairianization and radicalization programs under which Zaire took 
over the majority of foreign companies. President Mobutu acknowledged 
that Zaire needed foreign expertise and stated that the government 
would take necessary actions to obtain such. Shortly thereafter the 
Government of Zaire published a list of 83 previously radicalized 
companies for which the former owners could receive 40 per cent 

equity ownership, compensation for the remainder, and management 
control. Each company has been considered on a case-by-case basis 
with a considerable degree of flexibility. Many negotiations are under- 
way concerning these 83 and other companies, and a number of ex- 
patriates have already returned and resumed management control. As 
might be expected, the former owners who have expressed the greatest 
interest are those whose businesses are in the best condition and re- 
quire little new investment. 


The chief outstanding nationalization problems, particularly concern- 
ing American firms, remaining to be resolved are the pharmaceutical 
companies whose pharmacies and distribution systems were nationalized 
in September 1975. The Zairian, but not foreign-owned, pharmacies 
have since been returned to their former owners. Little progress has 
yet been made for resolving the problems of the nationalized foreign 
pharmacies and distribution companies although talks are continuing. 


Zaire Seeks Balance of Payments Relief 


Low copper prices and rising debt service obligations have put 
increased pressure on Zaire's balance of payments over the past year. 
From a peak of $934 million in 1974, copper revenues dipped below 
$600 million in 1975. On the other hand, annual public external debt 
service obligations, which in 1970 had amounted to only $34 million, 
by 1975 had risen to well over $200 million. Although official 
figures are not yet available, it is reliably estimated that Zaire's 
total 1975 balance of payments deficit exceeded $500 million. 





The outlook for the balance of payments in 1976 remains poor. Copper 
prices, though improved somewhat from 1975 levels, have still not 
made a full recovery. Furthermore, production in many export and 
import substitution industries has been hindered by shortages of 
imported spare parts and raw materials. Zaire hopes to gain some 
relief from its balance of payments problems by rescheduling a 
portion of its external debt and through external balance of pay- 
ments assistance. Zaire has already drawn funds from the Compensatory 
Financing Facility and the Oil Facility of the International Monetary 
Fund. Total drawdowns from these two funds and from an IMF standby 
agreement will provide $163 million in balance of payments support. 
The United States has extended $28 million in credits for the impor- 
tation of agricultural goods and further assistance during 1976 and 
1977 is a distinct possibility. It is hoped that short-term balance 
of payments relief will help Zaire buy time to reform its fiscal and 
monetary policies and to stabilize its economy. It is recognized, 
however, that a full recovery of the balance of payments will depend 
on further improvements in the price of copper. 


IMPLICATIONS FOR THE UNITED STATES 


The aforementioned stabilization program not only signalled a reprieve 
of sorts for former investors but new investors were again encouraged 
to come to Zaire. It is recognized that foreign assistance in the 
form of investment and technology is more necessary than ever if Zaire 
is to maximize its agricultural potential. The agricultural area had 
heretofore been closed to foreign participation. Although sizeable 
infrastructure problems remain, investment and participation in 
Zairian agro-industry projects should be one of the more interesting 
possibilities in Zaire over the next several years. Zaire has an 
abundance of under-utilized land along with an adequate rainfall and 

a favorable climate. Information on investment opportunities is 

being accumulated and will be available at the Department of Commerce 
or the Embassy. 


In accordance with its stabilization program, the Government of Zaire 
is now seeking to limit its foreign exchange expenditures to essential 
imports. These, in general, include pharmaceuticals, food products, 
spares and raw materials needed for Zairian production. Additionally, 
for whatever investment capital that becomes available, the agricul- 
tural and transportation sectors will have priority. Thus, for the 
foreseeable future, U.S. suppliers seeking marketing opportunities in 
Zaire should concentrate on the above areas. On-going investment 





projects such as the Inga-Shaba power project and the GECAMINES 
expansion project which have their financing already secured will, 
of course, offer some remaining opportunities for U.S. exporters. 


This period will undoubtedly place strains on present plant and 
equipment of Zaire; thus a demand will build up in lesser priority 
areas for possible complete renewal of equipment as well as 
industrial expansion when the present foreign exchange shortage is 
alleviated. Suppliers who would participate in these medium-term 
expansion or renewal projects should continue their marketing 
activities, even if at a lower level, during this current phase. 


Despite the current downturn in the Zairian economy, the Embassy 
believes it continues to offer good prospects to the farsighted 
supplier and investor. 
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